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BANKRUPTCY REFORM/Interfering with the Federal Reserve

SUBJECT: Consumer Bankruptcy Reform Act . . . S. 1301. Domenici motion to table the Harkin amendment No. 3616
to the Grassley/Hatch substitute amendment No. 3559 to the committee substitute.

ACTION: MOTION TO TABLE AGREED TO, 71-27

SYNOPSIS:  As reported with a substitute amendment, S. 1301, the Consumer BtoykReform Act, will enact reforms
to prevent creditors who have the meangayfing their debts from yustly filing for bankryotcy, and will enact
reforms toprotect consumers from unfair cregractices.

The Grassig/Hatch substitute amendment would retain the ugitgylsubstitute amendmentsovisions and would add
provisions relatig to business bankptcies.

The Harkin amendmentwould exress the "sense of the @pess that the Federapén Market Committee shoupmlomptly
reduce the Federal Funds rate." It would also make numerousgindminterests rates, the United States’ ecgnanorld
economic conditions, and tiparported benefits that would come from the Federal Reserve |ayietarest rates.

Debate was limitedybunanimous consent. After debate, Senator Domenici moved to table the Harkin amendmenty Gener:
those favorig the motion to tablepposed the amendment; thoggposing the motion to table favored the amendment.

Those favoringthe motion to table contended:

The question before the United States Senate is not whether the Federal Reserve should reduce interest rates; instee
whether the United States Senate shputgbolitical pressure on the Federal Reservprtomptly lower interest rates. Suphessure
would have an immediate gettive effect on the United States' ecogoand on the world's econgmand it would set a dgarous
precedent of lgislative interference in an area that G@@ss wisel chose log ago to remove from the realm pblitics. The United
States has had remarkalgtewth in recenyears, and a lge part of the credit mugjo to the Federal Reserve for its yable
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management of the monyesypply. It has ket that sypply closel matched to the amouptoduced, which has keprices stable and
encourged investment angrowth. Mary countries around the world arepexiencirg great financial difficulties gpresent. Those
financial difficulties aregorimarily of their own makig. Some of those countries have had quarpolicies; some have had socialist
policies that have interfered with or starved their markets; some have had both. Tdik efrére United States' econgnwhich

is the lagest, most pen econom in the world and which is tied/lirade to the countries in troublepigventirg further economic
collapse. Financial angolitical leaders in Asia, Eupg, and elsewhere understand thpdrtance of the continued stgth of the
United States' econgmWhen we have met with those leaders and have asked them whadrik&ler to be therimary reason
that the United States' free markgstem is workig so well, thg have universafi given credit to the Federal Reserve, which has
been allowed toerate without ay political pressure. Members, of course, wopltdfer to hear that tlyawere reponsible for
America's economic strgth--Republicans would like to beraised for their hge tax cuts, for balanainthe budet, and for
reforming welfare, and Demaocrats would like to hear someone glsatrtheir claim that afiresent dg progperity in America can
be traced solglto their decision in 1993 to jpose the lagest tax hike in histgr What inpresses investors in this coynand
investors and leaders around the world, gus that suclpolitical arguments are not made when it comes to mopngxalicy;
Members certaigl have their pinions, but control over the mopsuyply has been turned over to financiapexs, and those
experts have madepalitical, ministerial decisions that have hgltenomenal success.

Given these facts, it would causgraat deal of alarm around the world if the United States Senate sydéeited to sa
that the Federal Reserve should takpegific action. The dager is that the statement would be seen as, and would be, a deliberate
act ofpolitical interference. Investors would be fearful that this woulpibthe first of maypolitical forays into monetar policy.

If businesses and investors had reason to believe that nyotet#sions were to be made based on wignmotes in the short-term
instead ofpreserviry prosperity in the lorg-term, the would cut back on investments, on npwwduction, and on eployment.
Interest rates would climb, income would decline, grovth would stgnate.

Some Senators have said that this amendment is similar to a sense-of-the-Senate pesdaton 1982, that stated that it
was the sense of Cgress that the Federal Reserve "should continue to take such actions as areyrie@dgave and maintain
a level of interest rates low erghuto generate gjnificant economigrowth, and thergpreduce the current intolerable level of
unenployment.” We erphatically disagree. That resolution did not jgress spport for ary specific actions. If the Harkin
amendment said that the Federal Reserve should take those mattars that are necesgdn keg the American econoyn
strorg andgrowing, or if it even said that it should consider lowerinterest rates instead ofysag that it oght to, we could
support this amendment. However, we canngree to goolitical statement that gescific monetay action should be taken. The
Federal Reserve should consider lowgiitterest rates, and make gobtical judgment as to whether that action fgeopriate.

In this particular instance wegaee with our collegues that interest rates should be lowered. The continuedthktadrthe
United States' curregigs exacerbatig problems in may countries that hold their debt in dollars. Also, there are contirsigns
of deflation in our econoy which can be countered with a lower interest rate. Logémtarest rates will not cure yaof the basic
causes of the current world financial difficulties, but it will make those difficulties less severe. Our liberguasbrave man
other reasons that théelieve that interest rates should be lowered that we yrénkk are economic nhonsense. Hoint, though,
is that there is near unanimithat interest rates ght to be lowered. We think that it is yelikely that theg will be without
damaying political interference from the Senate, and ifitla@e not, we trust the pgrtjudgment of the Federal Reserve over our
political judgment. Therefore, we strgly urge our collegues to table this amendment.

Those opposinghe motion to table contended:

Corgress has gxess constitutional authgribver monetar policy. Earlier this centyrit delegated that authositto the Federal
Reserve. Wegiee with that action. The Federal Reserve's actions should be insulated frongtkendtumble of dajl politics.
However, it is not a g@arate branch ajovernment that is totaflindgpendent, nor should it be. Cgness has amended the Federal
Reserve Act on several occasions, andghas it guidance on theolicies that it shoulgursue. We think suatuidance is ugently
needed toda The United States has beerpssoccyied with the ogoing crisis in the White House that it haesd little attention
to the crumblig world financial situation. If the United States, which is still sfrenonomicaly, does not take action soon to
bolster world markets, the world snéall into a deflationay spiral the size of which has not been seen since the Great$3eon.
The United States will not be able to gee#he effects of such a caikse. Unfortunatei, thowgh there argrowing signs that the
United States is alrege@xperiencirg deflation, and thagh those gins are reognized ly liberals and conservatives alike, the current
Federal Reserve Board Chairman remains obsegsbe fiear of inflation. He is keig interest rates inordinatehigh in order
to kee down real wge andjiob growth, which he believes cause inflation. We have gd#aund this thegrsupect, but in the
current situation it obviouglis not valid. It is vey appropriate for Comyress to tell the Federal Reserve that it should cut interest
rates. We wge the spport of this amendment.



